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D e p a r t m e n t  of che T r e a s u r y  
P.O. Rox 2508 
C i n c i n n a t i ,  OH 4 5 2 0 1  

person to C o n t a c t :  
* * * * * *  *******  

T e l e p h o n e  K~rnber 
******* * * * * * * * * * *  

R e f e r  R e p l y  to :  
*** ***

Employer  I d e n t i f i c a t i o n  Number: 
********** 

Date: &pi o 2 rH 

GI? h a v e  c o n s  idel-ed y o u r  a p p l i c n t i o n  for recoqr.i t . ion of exernpt i on f ' r o ~ n  
F ~ d c : r ~ i  1 i nci>me t . 2 ~  ur:dct- '.!lc provisior..r,  of s e c t i o n  5 0 1  (c:) ((i) o !  t IIE! 
In t -c ; -na  '. H o v n n u c  Ccde o i  19R6 a1Id i t s  a p p l  i c n l ~ l e  Incoma Tax 
Rcgu l , ? t  i o n s .  

ron: ; ic ler : ,~t ion \+'I:: q i v c n  as to whether you q u a l i f y  f o r  exempt ior l  u n d ~ r  
ot.tlt!r : ;~~k~:;cut: inr: . ;  of' sc?c:t.ic.)r: 501 ( c : )  ~i t h u  Cot-le, a n d  w e  ui>nc:l.udcil 
that you  dc n o t .  

,As ) l n ~ ~ r  01:c7;\!1ii-~1tic1n h a s  n o t  i>~tfihl . . isP.ed exc?ption from Fetleral  i.ncorr,e 
. i  w i 1 .  be r:ct::cs::a.r)l f o r  yot i  t.o f i l e  a n  annua  1 .inc.:ome t a x  r e t u r n  

(11) i:ul':n 1 1  2 0  ?;irrc:c: y o u  ?t-c a corpora t .  ic2r.l. 

l f ;  q o u  ;IS-c: . j r - ,  ,3qrc~.ment: w i t h  our- pr-oposcd d e n i w l . ,  p l e a s e  s i q n  a n d  
y ( ? t \ ~ r n  ant? c:opy cf t-he cnc1or;cd Fot-rn 6 0 1 5 ,  Ccrnscnt t o  f'r ?osed .4t ivcrsc 
,A i:l i (311 . 

You h a v e  t h e  r i q h t  t o  p r o t e s t  t.Piis p r o p c s e d  detr?rmina!_-i .on i f  y c ) ~  
t ~ c l  i t:ve th;tc i t  .i.s i n c o r r e c t .  T u  p r o t e s t ,  yo11 shou:d  s u b m i t  ;I w r i t t e n  
a p p e ; ~  1 g i . v i  ncj t .hc  f . ' ~ i l ' t : l ,  l a w  and  o t h e r  .informat:.ion kc) s u p ? o r t  ) - o a r  
p o s i t  iilr.) as c x p  lninzd iil the c n c l  oscc! P u b 1  i ca t ' ; . on  8512, " E x e r r , p t  
0 r g a n i . z a . t  ion:; Appea 1 Proc-,cc:l\:rcs f o r  Vnagrccd I s s u c ? . ~ .  I' T l ~ e  c-ippcsj. m L ~ ; t .  
be s \ ~ b m i  ttr;.l wi t.11i.n .30 day:; front t .hi? dinte of  t : h i s  1ctt:er a n 9  m u s t .  be 
:;~qr.iccl by  o n e  01 :  y o u r  p r  i n c l p : ~  L o :  f'.i(.:crs. Yol.~ r . ay  r e c l u e s t  a I-~es~..incj 
w i t 1 1  a mcnk)h:r of! t:;lr: O f f :  i.cc of th!:! Regional Dir 'cct .or  of Appea ls  when 
you f i . l e  y o i : ~  n p p e a l .  I f  a l;c;lr:.irlc~ j:; rcquc!sLed,  you  w i l l  be, c o n t a c ; t c t l  
t o  arr:ancle i l  tdato. For it. 'I'l.lc h f i a r i . n q  nay be he1.d a t  t h e  R c g i o n a l  
( ] f t ' i c c - ,  or, i f  y r ~ u  r cc luesk ,  at. any  mutualiy c c ? n v e n ? e n t  D i s t r i c t  ( : l f f i c c .  
I f  y o u  'jr-e t o  b~ r c p ~ - c s ~ r l t - ~ d  t))' solneone w h c ~  I S  islot: o n e  of yo1:r 
pr i .nc: ipai  o f f i c e r s ,  h e  o r  she n u s t  f i l e  a proper- power of a t t o r n e y  and 
o t h e r w i s e  q u a l i f y  u n d e r  o u r  C o n f e r e n c e  and  P r a c t i c e  R e q u i r e m e n t s  a s  set, 
f o r t h  i n  S e c t i o n  G01.502 a.?E t h e  St i r t .oment  o f  P r o c e d u r a l  R u l e s .  See 
T1l:.easury DepartrncrlC C.i.rc:ular- 3 0 .  2 S O .  



**************************************. 
*************   

If we do not hear from you w i t h i n  the t i m e  specified, this w i l l  become 
our f i n a l  determinetion. 

sl.,~cerely yours, 

P 
C .  Ashley ~Ulyard 
Cistrict Director 

Enclosurss: 3 



Enclosure I 

**************************************. 
********** 

. . 

Information submitted establishes that )-ou were incorporated on 
****************2, under the laws of the State of ***  .  

The Articles of Incorporation state your purposes arz: , 

(a) To promote an interest in and an overall general awareness of 
the real estaka industry. 

(b) T o  offer education, support and other appropriate services to 
the general public. 

(c) To provide support and other appropriate services to its 
members. 

(d) To <I<>  all things necess,ary or incident to fulfill the purpose 
for which this corporation was formed. 

(e) To do all things 1eqall.y permitted tc be done by a 
not-for-profit corporation in the State of ****. 

Your Bylaws provide that your objectives are: 

(1) To unite those engaged ill the recognized branches of the real 
e s t a t e  profession for the purpose o f  exerting a beneficial 
influence upon the profession and related interests. 

(2) To promote and maintain high standards of conduct in t . he  real 
estate profession as expressed in the Code of Ethics i n  t ,he 
NA'T1. ONAL ASSCCIA 'TIGN OF REktl'I'OKS 

( 3 1  To provide a unified medium for real estate owners and those 
engaged i ,n the real estate profession whereby their inte,rest:s 
may be s a f  equarriecl a r ~ d  advanced. 

(4) To further the interests of home and other real property 
ownership, ' 

( 5 )  To u n i t e  'chose engaged in the real estate profession in the 
community with the Ohio Association of REALTORS and the 
NATIONAI, ASSOCIATION 01: REALJTOPS, thereby fus.thering their own 
objectives throughout the state and nation, an2 obtaining the 
Genefits and privileges of membership therein. 

(6) To designate, for the benef .it of t.he public, those indi'viduals 
wi.thin its jurisdiction authorized to u.se the terms REALJTOR 
and REALTORS as licensed, prescribed, and controlled by the 
NATIONAL ASS02IATION OF REALnTORS . 



Enclosure I continued 

*********************** ****************, 
********** 

Your Bylaw; st,ate that membership in your organization shall consist of 
seven classes of members: (1) Realtor memhcrs, (2) Institute 
affiliate members, (3) Affiliate memt:rs, (4) Public service members, 
(5) Nonresident members, (6) Honora~y members, and (7) Student members. 

On your applfcatj.on you stated that you will operate a multiple listing 
service for the rs? of your membera. A muitiple listing service is, 
generally, a means by which authorized partici.pants nake blanket 
unilateral offers of subagency to other participants. It is also a 
facility for the orderly correiation and dissemination of listing 
information among the part-icipant.~ so t.hat they ma1 better serve their 
clients and the public. In response to our letter dated *******  *** 
* * * * *  ,  you stated that **% of your organization's time is spent o n  the 
m u l t i p l e  l i s t i n g  service. 

Yorir 01-gani za  t ion is f i n a r l c i a l l  y supported by membership du,cs, m u 1  t.ip1.e 
I istiny :service income, initiation fees, interest. inc:ome, and rental 
i n c o ~ l r ? .  F i  nijnc.:i;\? ciati3 : - a  u submitted reveals the following: 

MLS I ni:onc $ * * * * * * * * * * * * $*********** 

Net. MI,S 'Inc:onle $******** $ * * * * * * * * * * * * 

XI,S Income a s  a 
6 of 'l'otal Income 

Section SOl(c) ( 6 )  cf t .he  Code 1,rovides for the exenption from Federal 
income t a x  of h u s  iness leagues, chambers of rommerce, rea 1-estate 
boards, boards of trade, or p r o f e s s i o r l a l  football leagues (whether or 
riot adminjst.erFng a pension fund for football playersj. not organized 
for profit. and no part of the net earnings of which inures to the 
benefit of any private shareholder or individual. 



E n c l o s u r e  I c o n t i n u e d  

* * * * * * *  * * * * * * * * *  ** * * * * * * *  * *  .  
**********  

S e c t i o n  1 . 5 0 1 ( ~ ) ( 6 ) - 1  of t h e  R e g u l a t i o n s  s t a t e s  t h a t  a b u s i n e s s  l e a g u e  
is a n  a s s o c i a t i o n  cf p e r s o n s  h a v i n g  some common b u s i n e s s  i n t e r e s t ,  t h e  

of  which  i s  t o  p romote  s u c h  cammon b u s i n e s s  i n t e r a s t  and  n o t  t o  
e n q a s u  i n  a r e g u l a r  b u s i n e s s  o f  a kind a r d i n a r i l y  c a r r i e d  on f o r  
p r o f i t .  I t  is a n  o r g a ; ~ i . z a t i o n  o f  t h e  same g e n e ' r a l  c l a s s  a s  a chamber  
o f  commerce o r  b o a r d  0:' t r a d e .  T h u s ,  i t s  a c t i v i t i e s  s h o u l d  be d i r e c t e d  
t o  t h e  improvement  o f  b u s i n e s s  c o r ~ d i t i o ~ i s  of o n e  o r  more l i n e s  o f  
b u s i n e s s  a s  d i s t i n g u i s h ? ?  f rom t h e  p e r f o r m a n c e  o f  p a r t i c u l a r  s e r v i c e s  
f o r  i n d i v i d u a l  p e r s o n s .  4n o r g a n i z a t i o n  whose p u r p o s e  is t o  engage i n  
a r e g u l a r  b w s i n c s s  of  a k i n d  o r d i n a r i l y  c a r r i e d  on  f o r  p r o f i t ,  e v e n  
t h o u g h  t h e  b u s i n e s s  is c o n d u c t e d  on a c o o p e r a t i v e  b a s i s  o r  p r o d u c e s  
o n l y  s u f f i c i e n t  income t o  be s e l f - s u s t a i ~ i n g ,  is n o t  a b u s i n e s s  l e a g u e .  

Revenue R u l i n g  5 9 - 2 3 4 ,  1 9 5 9 - 2  C.D. 149 d i s c u s s e s  w h e t h e r  t h e  o p e r a t i o n  
c f  a niult : iplc? .I i s t i n g  s y s t e m  by  a n  o t h e r w i s e  exempt r e a l  es.tatc:! b o a r d  
w i l . 1  c.lusn i t .  t o  be dcn:cil  excmpt ion  from F e d e r a l  income t a x  u n d e r  
s e c t i . o n  501. ( c )  ( 6 )  o f  t h e  Code. ' P h i s  r u l i r l g  found  t h a t  s u c h  a n  a c t i v i t y  
i s  i nhc!l-ent  l:y d t ? s i g n e d  f o r  t h e  r c r l d n r i n q  of p a r t i c u l a r '  s e r v i c e s  f o r  
i n d i v i d u n i  rncmhcrs and  t h a t  i . t  c o n s t i t u t e s  a r a g u l a r  h u s i r ~ e s s  of a k i n d  
ord inir7.i 1.y c;\r-r i;?tl or; fo: ii prof i t .  'I'he r u l i n g  c o r c l u d e d ,  t h e r e f o r e ,  
t l i ; \ t  whc?r.-r? the. p~:i.rn;\l-y purposc? o r  a c t i v i t y  o f  a r e a l  e s t a t e  h o a r d  is 
t:he opcr;It.ic?n of a m\. l l t - ip le  l i s t . i . n g  s y s t e m ,  t h e  o r g a n i z a t j . o n  does  not.  
q \ r ; \ \  i f y  u n d e r  s c ~ t  i o n  5 0 1  jc) ( 6 )  of t h e  C l ? t l e .  

Tn E v a n s t o n - N c r t h  S h o r e  Ac)ard o f  R e a l t o r s  v .  I J . S . ,  3 2 0  F .Zd  3 7 5  (1963), 
r. PI c ' - ~ K < T ~ S ~ - ~ T ~ ' C T S ~ ~ ~ & T ~ ' ~ ~ '  f-' i < t - ~ a F C ~ G T B t a 5 ~ i l i J  , i t w a  s e x c m p t f L- o  IT 
t h e  p;iymcnt o f  .in,omc t a x e s  uncles s e c t i o n  SOl(c) ( 4 )  of t .he  Code. It 

I ~ 
hias h e l d  t h a t  t h e  I l l i n o i s  n o t - f o r - p r o f i t  c o r p o r a t i o n  was n o t  e n t , i . t l e d  
t o  exempt:ic?n ;~,niI(:>r s e c t i o n  501.(c)  ( 6 )  b e c a u s e  it o p e r a - t e d  a m u l t i p l e  
1 i s t i n q  s y s t e m  t h a t  was n o t  m e r e l y  a n  i n c i d e n t a l  a c t i v i t y  o f  tile board 
o f  1 icc.:nsc.!d rc i j  l t y  b:rvkpl-s  nnri s ; ~  I . P S I T ~ : - ~ I .  T h e  e p c l r a t i o n  of' t h e  
p l a i n t . i l f t s  m u l t i p l e  l i s t i n g  s y s t e m  c o u l d  \ l o t  be r e g a r d e d  a s  d i r e c t e d  
t.o t h c  improvement of  b u s i n e s s  c o n d i t i o n s  i.n t h e  r ea l  e s t a t e  m a r k e t ,  

1 1  l i  1 

For  the y e a r  cndcd  ********* * *  ***2 ,  t h e  p r i m a r y  e x p e n s e  o f  y o u r  
c r g a n i z a t i o n  was f o r  t h e  m u l t i p l e  1 i s t i n g . s e r v i c e .  F o r  t k c -  y e a r  ended  
********* * ** * * * * 3 ,  t h e  m u l t i p l e  l i s t i n g  s e r v i c e  p r o v i d e d  y o u r  p r i m a r y  
sourcro o f  lnccJme a7d was a l s o  y o u r  p r i m a r y  e x p e n s e .  T h e r e f o r e ,  y o u r  
p r i  rr,ary ac. : t , ivi ty i s  the opera t ' i . on  of  t h e  l ~ u l t i p l e  1 l . s t i . n g  s e r v j c e .  
Your o r q a n l z a t i o n  .i.s s i m i l a r  t o  t .he r e a l - e s t a t e  boards  descr.ibed i n  
E v a n s t o n - N o r t h  S h o r e  Zoard  o f  Hea l t .o r s  v .  U . S . ,  320 F .2d  375 [ 1 9 6 3 ) ,  -....-.-.-----.-. -.,---- ------ -- - - - -  
a n d  Revenue R u l r n q  59-234. You are  n o t  p r . ~ m a r i ; y  e n g a g e d  i n  a c t i v i . t i e s  

b t ~ t  !-at.hcr constitut-i!!d t h e  p e r f o r m a n c e  o f  a p a r t  i . c u l a r  s e r v i c e  f o r  
pa r t  icip,?t:. irlq brokers. 'I?tix-.exempt s t a t u s  u n d e r  sec t i c2n  5 0 1  ( c )  ( G )  of  
the  Cr.?tlc whs clcn i r d  . 

f o r  t h e  improvement o f  b u s i n e s s  c e n d i t i o n s  w i t h i n  t h e  r e a l  estate 
b u s i n e s s .  The  o p e r a t i o n  of a n u l t j p l e  L i s t i n g  s a r v i c e  is  a b u s i n e s s  of 
a k i n d  o r d i n a r i l y  c a r r i e d  on f o r  p r o f i t .  You a r e  p e r f o r m i n g  p a r t i c u 1 , l r  
s e r v i c e s  f o r  y o u r  members t h r o u g h  t h e  o p e r a t i o n  of y o u r  m u l t i p l e  
l i s t i n g  s e r v i c e .  I n  1 i g h t  of t h e s e  f a c t s ,  you do n o t  q u a l i f y  a s  an  
o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  5 O l ( c ) ( 6 )  of t h e  Code. 

1 
i 


